Design/methodology/approach -A survey was conducted on two profitability segments, of which the more profitable segment had been directly exposed to a customer oriented RM strategy, whereas the less profitable segment had been subjected to more sales oriented marketing communications.
Introduction
Relationship marketing (RM) has been put forth as a way for firms to develop mutually beneficial and valuable long-term relationships with customers (Ravald and Grönroos, 1996) .
RM is believed to work most effectively when customers are highly involved in the good or service, there is an element of personal interaction, and customers are willing to engage in relationship building activities (O'Malley and Tynan, 2000) . Customer oriented RM programmes that enhance the flow of information between the bank and customers increase customers' positive feelings towards their bank, thereby also increasing satisfaction and relationship strength (Barnes and Howlett, 1998; Ennew and Binks, 1996) . Although past studies provide knowledge regarding the nature and importance of banking relationships from a customer (O'Loughlin et al., 2004) , business (Madill et al., 2002) , and dyadic (Paulin et al., 1998; Åkerlund, 2004) viewpoint, some questions remain unanswered. For example, we lack information on the extent to which specific RM programmes have succeeded in strengthening relationships in different segments.
RM can, but need not be, directed towards all customers of the bank. Most retail banks are characterised by having both profitable and unprofitable customers, where the former subsidise the latter Zeithaml et al., 2001) . Retaining the profitable customers has become increasingly difficult in a competitive environment where other financial institutions specialise in offering attractive services and prices to this lucrative segment. Since investments across all customer segments will not yield similar returns (Zeithaml et al., 2001) , RM is often directed only at the most profitable segments defined by, for example, income and wealth (Abratt and Russell, 1999) . There is, however, a lack of research on how RM activities affect relationship outcomes in the target segment. This is the focus of our study.
The aim of this study is to investigate the RM strategy of a retail bank, in order to discover whether the implementation of the strategy has had the intended strengthening effect on customer relationships. A survey was conducted on two different profitability segments, collecting data on customer relationship satisfaction, perceived relationship improvement, and loyalty towards the bank. Of the two customer segments, the more profitable segment (Segment 1) was directly exposed to the RM programme, whereas the less profitable segment (Segment 2) was not.
The paper is structured as follows: The literature review outlines previous findings on relationship marketing, the interrelationship between customer relationship satisfaction and loyalty, and customer profitability segmentation. The empirical part of the paper describes the RM programme at the case bank, and the design, collection and analysis of survey data. The paper concludes with a discussion of the results, managerial implications, limitations of the study and suggestions for further research.
Literature review

Relationship marketing
Relationship marketing emerged in the 1980's as an alternative to the prevailing view of marketing as a series of transactions, because it was recognised that many exchanges, particularly in the service industry, were relational by nature (Berry, 1983; Dwyer et al., 1987; Grönroos, 1994; Gummesson, 1994; Sheth and Parvatiyar, 2000) . Within a retail banking setting, Walsh et al. (2004, p. 469) define RM as "the activities carried out by banks in order to attract, interact with, and retain more profitable or high net-worth customers."
Relationship marketing thus aims at increasing customer profitability while providing better services for customers. Several studies have empirically demonstrated a positive association between RM strategies and business performance (e.g. Naidu et al., 1999; Palmatier and Gopalakrishna, 2005) . Within a banking context, Keltner (1995) found that German banks, in contrast to American banks, managed to maintain a stable market position during the 1980's and early 1990's as a consequence of relationship oriented banking strategies.
RM will not automatically lead to stronger customer relationships; rather, customers will exhibit different levels of relationship closeness and strength (Berry, 1995; Liljander and Strandvik, 1995) . In order to be attractive, RM strategies should enhance customers' perceived benefits of engaging in relationships (O'Malley and Tynan, 2000) . However, all customers do not want to engage in relationships and, in fact, it has been suggested that close customer relationships in banking are rare, and that they are being further weakened by the increase in self-service technologies (O'Loughlin et al., 2004 ). An alternative is to look upon new technologies as relationship facilitators (Sweeney and Morrison, 2004) and to use them strategically in customer relationship management (Payne and Frow, 2005) .
One of the basic tenets of relationship marketing is customer orientation. Already the SOCO (selling orientation-customer orientation) scale, developed by Saxe and Weitz (1982) , was based on the premise that customer oriented sales people strive to increase customers' longterm satisfaction. Selling oriented sales people were considered to prioritise the achievement of an immediate sale at the expense of customer needs. Subsequent research has shown that the degree of customer orientation indeed has an effect on a firm's relationships with its customers (Clark, 1997; Yavas et al., 2004) . In a study of financial services, Bejou et al. (1998) found that customer oriented employees had a positive impact, while sales oriented employees had a negative impact, on customers' relationship satisfaction.
To our knowledge, there are no previous studies on the effect of RM activities on customer loyalty in different profitability segments. Before describing profitability segmentation, we will briefly review two desired relationship outcomes, customer relationship satisfaction and loyalty. 7 basis for loyalty (Bloemer et al., 1998; Pont and McQuilken, 2005) , although it does not guarantee it, because even satisfied customers switch banks (Nordman, 2004) . One important reason for switching is pricing (Colgate and Hedge, 2001; Ennew and Binks, 1999) . Hence, banks have launched customer loyalty programmes that provide economic incentives.
Although the effectiveness of loyalty programmes has been questioned (e.g. Dowling and Uncles, 1997; Sharp and Sharp, 1997; Stauss et al., 2005) , research has shown that they have a significant, positive impact on customer retention, service usage, and/or share of customer purchases (e.g. Bolton et al., 2000; Verhoef, 2003) .
The link between loyalty and profitability
Numerous studies have shown positive links between loyalty and firm profitability (Anderson et al., 1994; Hallowell, 1996; Reichheld, 1996; Silvestro and Cross, 2000) . Nonetheless, not all loyal customers are profitable (Storbacka, 1994; . According to Reinartz and Kumar (2002) , the overall link between loyalty and profitability in many industries is questionable for two reasons: 1) a relatively large percentage of long-term customers are only marginally profitable, and 2) a relatively large percentage of short-term customers are highly profitable. It is noteworthy, however, that Reinartz and Kumar's (2002) findings from four industries (high technology, postal service, retail food and direct brokerage) still indicate that a larger proportion of the long-term customers than of the short-term customers exhibit high profitability, and a larger proportion of the high-profitability customers than of the lowprofitability customers are long-term customers. Thus, the theory of an overall positive connection between customer loyalty and profitability cannot be rejected.
As noted by Anderson and Mittal (2000) , customer relationship profitability arises through the acquisition and retention of "high quality" customers with low maintenance costs and high revenue. In the context of retail banking, Storbacka (1994) describes relationship costs as comprising direct variable costs, such as transaction related costs and costs related to specific services, in addition to overhead costs that may or may not be attributable to particular relationships. Relationship revenue, meanwhile, is split into volume-based revenue that is derived from interest margins, and fee-based revenue. Customers' patronage concentration (Storbacka, 1994) , or share-of-wallet (Keiningham et al., 2003; Perkins-Munn et al., 2005) , and pricing policies are important aspects of relationship revenue in banking. Since a large part of banks' revenues are received from interest margins, customers' volume of business has a major impact on profitability. If relationship costs are minimized and relationship revenue is maximized over time, long-term customers should generate greater profitability than shortterm customers.
Profitability segmentation in banks
Market segmentation is one of the central concepts in marketing, attributed to a seminal article by Smith (1956) in the Journal of Marketing. However, customer profitability as a segmentation criterion is a newer phenomenon (Storbacka, 1994) . It has become increasingly predominant in many industries, leading to differential treatment of customers (Zeithaml et al., 2001) .
In order to increase the profitability of customer relationships, Storbacka (1997) suggests applying the principles of segmentation in an RM context. The following segmentation criteria are proposed: 1) relationship revenue and relationship cost; 2) relationship volume; 3) relationship profitability, or 4) relationship volume and profitability. In an empirical study of two Nordic retail banks, Storbacka (1997) found that both banks opted for a segmentation based on relationship volume and profitability. Relationship volume was defined as the sum of the customer's yearly average deposit and loan balances, and absolute profitability was measured as the customer's relationship revenue minus relationship costs over a fiscal year.
Six main segments were identified based on different levels of volume and profitability. The least attractive segment included the low volume, unprofitable customers. Storbacka (1997) recommends that efforts should be made to increase the volume of these customers, or impact the nature and/or price of transactions in order to increase relationship revenue and cut relationship costs. Similar recommendations are found in other studies (Zeithaml et al., 2001 ).
The most attractive segment comprised high volume, profitable customers, a majority of whom represented a large portion of the total profitability of the customer base. Storbacka (1997) emphasises that customer defections from this group must be kept to an absolute minimum (optimally at a nonexistent level) in order to maintain and/or increase the profitability of the customer base. In a similar vein, Reinartz and Kumar (2003) suggest that customers can be grouped according to share-of-wallet and profitable lifetime duration, and that each customer group should be targeted with a specific strategy.
In summation, relationship marketing activities should be directed particularly towards the most profitable customers in order to increase their satisfaction with and loyalty towards the bank. Therefore, in the case study, which is presented next, we expect that the high profitability segment that was targeted with a relationship oriented strategy will express higher relationship satisfaction and loyalty than the mid-profitability segment that was targeted with a more sales oriented strategy. Furthermore, we expect the perceived relationship improvements since the bank's RM strategy was launched, four to five years prior to the study, to be greater within the high profitability segment than within the midprofitability segment.
Method
The empirical study was conducted in 2003 at a member cooperative bank branch of the OP Bank Group (formerly the OKO Bank Group), one of the major bank groups in Finland. The case bank was chosen for this study because it had fully implemented an RM strategy that was first launched in 1998. Our case study examines the RM strategy and investigates whether its implementation has led to customer-perceived improvements in the banking relationship, and to increased loyalty in the targeted segment.
In line with the recommendations of Eisenhardt (1989) , different methods were used to collect data. Primary and secondary data on the bank's RM strategy were first gathered from the bank's web site, annual reports, information brochures, seminar presentations by bank representatives, and interviews with the bank manager and staff. A survey was then designed to investigate customer relationship satisfaction, customer-perceived improvement in the relationship during the past four to five years, and customer loyalty towards the bank. The survey was directed towards two profitability segments. Customers in one of the segments had been exposed to a customer oriented RM strategy, whereas customers in the other segment had been subjected to a more sales oriented marketing strategy. Thus the aim was to investigate if the two segments differed in their perceptions of the bank relationship, or more precisely, if customers who had been exposed to the customer oriented RM strategy had more positive perceptions of the relationship.
The following sections describe the OP Bank Group's RM strategy, its segmentation of customers, and management's perceptions of the new approach. After this introduction of the strategy itself, the customer survey will be described and its results will be analysed.
Relationship marketing and profitability segmentation at the bank
In 1997 the OP Bank Group started implementing a strategy with the purpose of becoming the leading bank in Finland. The strategy was referred to as a customer oriented way of working (Osuuspankkilehti, 1997) . In 2000, the strategy was revised in response to changes in technology and competition. Three benchmarks of success were established, namely performance in customer relations, internal performance, and financial performance.
The main benefit of concentrating banking affairs at the bank group is the collection of bonus points within a kind of customer loyalty programme. Bonus points are awarded based on the amount of monthly deposits, loans (including credit), and mutual fund investments. The bonus points can be used as payment for many of the bank's service fees. In 2003 the programme was revised, allowing customers to receive cash payments corresponding to the number of bonus points they collect.
The OP Bank Group and, consequently, also the bank in this study internally divide customers into three segments, here referred to as Segment 1, Segment 2, and Segment 3. The segmentation is part of the RM strategy that was launched by the bank in 1998 and that began to be implemented in late 1998 and early 1999. The main criteria for segmenting customers are contribution (i.e. profitability) and volume (loans, deposits, and investments). In addition, customer wealth is a criterion for Segment 1 and age is an additional criterion for Segments 2 and 3. Customers in Segment 1 are the bank's most profitable customers, or have the highest business volume or wealth. Customers in Segment 2 have a certain volume or profitability (less than Segment 1), or are younger than 26 years old. Segment 3 customers are at least 26 years old, have a smaller volume than the other segments and are less profitable than the other segments.
[1] The age criterion is used because young customers often have not been able to reach high levels of volume, profitability, or wealth, but may hold great potential for the future. At the time of the study, 5.9% of the case bank's private customers belonged to Segment 1, 56.1% belonged to Segment 2, and 38.0% belonged to Segment 3. The customers themselves do not know which segment they belong to. Segment 1 customers are priority customers of the bank, which has adopted a customer oriented strategy towards these customers, based on the principles of relationship marketing.
Each qualified front-line employee at the bank is responsible for a number of these customers.
Lists of customers who currently fulfil the criteria for the segment, as well as of those who no longer fulfil the criteria, are compiled monthly. The goal for 2003 was to map the needs of 80% of the customers in Segment 1 and a bonus system was introduced to motivate the staff to reach the objective.
In order to map each Segment 1 customer's needs, these customers are contacted by telephone and offered a personal appointment with the bank employee to discuss current and possible future needs. The aim is to keep continuous contact with each customer, approximately twice per year. Customers that visit the bank at least twice a year are asked by contact employees how satisfied they are with the bank and its services. Customers that seldom visit the bank office are contacted by telephone. By offering additional services during these contacts (crossselling) the bank also strives to increase the profitability of each customer relationship.
Segment 2 customers, meanwhile, are exposed to a sales oriented strategy whose objective is to increase the long-term savings of customers in this segment. These customers are contacted by telephone and offered different types of long-term savings, such as mutual funds.
However, they are not offered personal appointments and no continuous contact is kept with these customers in order to map their needs. Segment 3 customers are generally unprofitable, or only marginally profitable, and the bank's goal is to increase their profitability, or at least decrease their unprofitability. The bank directs a transaction oriented strategy towards these customers, minimizing the amount of time spent on them and encouraging them to use self-service options, such as online banking, thus aiming to reduce the relationship costs. The bank also attempts to increase relationship revenue from these customers by increasing their volume, for example, by offering loans.
Management perceptions of the RM strategy
According to the bank manager, the main change that has occurred as a result of the more customer oriented strategy is that the bank is now responsible for establishing and maintaining contact with customers, whereas formerly this used to be up to the customer. The continuous contact entails gathering and storing information about customers for use in future contacts. A deeper customer relationship is also established with Segment 1 customers. The manager claims that the strategy has resulted in higher volumes of loans, deposits, and investments.
Educating front-line employees in the new ways of working with customers was not always easy, according to the manager. As personal contacts for Segment 1 customers, employees are now required to be more knowledgeable about a wider range of products than before.
Moreover, employees were not used to actively contact customers and did not immediately feel comfortable doing it. Individual and group bonuses are used as incentives. According to the manager, a potential problem in having a personal contact at the bank might be that customer satisfaction or dissatisfaction is too closely tied to the contact person, taking attention away from the quality of the service products.
Survey design
A survey was designed to capture customer-perceived relationship satisfaction, perceived relationship improvement and loyalty towards the bank. To gain further insight, three customers (two from Segment 1 and one from Segment 2) were interviewed about their bank relationship. Their comments on a preliminary version of the questionnaire were also sought.
The final questionnaire consisted of fifteen declarative statements, with five-point Likert-type scales, ranging from completely disagree to completely agree. The statements were constructed for this study and the length of the survey was restricted to increase the response rate.
As previously noted, there is little difference between satisfaction and quality in an ongoing relationship and our measures of customer relationship satisfaction are akin to what others have called relationship quality (Roberts et al., 2003) . The measures included customer trust and satisfaction (Roberts et al., 2003) , handling of critical incidents (Liljander and Strandvik, 1995; Michel, 2004) , and perceived economic benefits in the form of a bonus programme.
Although a number of studies have examined, for example, the effect of changes in satisfaction on behavioural intentions over time (Mazursky and Geva, 1989; Mittal et al., 1999; Verhoef et al., 2002) , to our knowledge, no previous studies have measured customer perceptions of relationship improvement. Four measures were constructed to tap into customers' perception of changes in their bank relationship. Customer loyalty was measured as self-expressed loyalty, using well-established items, such as switching and recommendation intentions, in addition to an item capturing self-stated share-of-wallet, a rare measure in retail banking studies (Baumann et al., 2005) . One background question on relationship length, measured in number of years, was included as a single measure of actual behavioural loyalty. Data on customers' age and gender were also collected. An open-ended question was included at the end, seeking additional comments from the respondents. A total of 70 respondents (21.9%) added handwritten comments.
Data collection
The study was conducted in June 2003 on a random sample of 947 customers, consisting of approximately an equal number of Segment 1 and Segment 2 customers. Segments 1 and 2 were chosen, because these segments were the most important for the bank. They also differed on the type of customer relationship strategy used by the bank to maintain and enhance relationships: a customer oriented strategy for Segment 1 and a sales oriented one for Segment 2. Segment 3, which included the most unprofitable customers who were not exposed to any particularly active strategy, was not included in the survey. The approximate equal number of questionnaires sent to Segment 1 and Segment 2 allows for easier comparison between the groups than if a proportional sample had been used, since the proportion of customers in Segment 1 was only 5.9% compared with 56.1% in Segment 2.
A random sample was generated with the aid of a computer programme. Only customers who were at least 20 years old, resided in Finland, and who were not employed by the bank, or a member of the board, were included in the sample. The questionnaire was sent to 443 (46.8%) customers from Segment 1 and 504 (53.2%) from Segment 2. They received the questionnaire with a cover letter that encouraged participation (Peterson, 2000) , and assured complete confidentiality of the responses.
A total of 345 questionnaires were returned, of which 26 were discarded as incomplete. The remaining 319 represent 33.7% of the sample, which can be considered high for a mail survey, where a 20% rate is common (Fink, 1995) . The response rate per segment was even, resulting in 146 respondents belonging to Segment 1 (45.8%) and 173 respondents belonging to Segment 2 (54.2%). A profile of the respondents, which accurately reflects the characteristics of the bank's customer base, is displayed in Table I .
Take in Table I
Survey Findings
In general, the mean average scores of all 319 responses were quite high, ranging from 3.45 to 4.38 on a 5-point scale (Table II) . The mean scores for perceived improvement over the past 4-5 years also indicate that customers had perceived improvements in their relationship with the case bank. However, contrary to expectations, independent t-tests revealed no significant differences between Segment 1 and Segment 2 on any of the items. It should be noted that the data was not normally distributed. Many of the items were negatively skewed and peaked, in particular items (1) and (4). Customers' average length of relationship with the bank (Table I) was also similar between the segments (p = 0.869).
Before proceeding to explore differences in the interrelationships between constructs, the items were factor analysed. The Kaiser-Meyer-Olkin (KMO) value of 0.922 was high (Kaiser and Rice, 1974) and indicated that the data were suitable for factor analysis. Principal component factor analysis with Varimax rotation yielded the three expected factors, together explaining 57.59% of the variance. Two statements on customer needs were removed because they did not load highly on any of the factors, or form a factor of their own. The retained items (marked with an asterisk in Table II ) loaded clearly and highest on the expected constructs. Cronbach's alphas for all three constructs were above 0.7, which is considered adequate construct reliability (Hair, Jr. et al., 1998) . Table II A vital question was if the implementation of a relationship marketing strategy on Segment 1 customers had any differential effect on customer loyalty, compared with Segment 2 customers. Although no significant differences were found between the item means of Segment 1 and Segment 2 customers, it is necessary to identify any differences between the two segments with regards to the antecedents of loyalty.
Take in
In order to determine differences between Segment 1 and Segment 2 customers regarding the relative impact of relationship satisfaction and perceived improvements in the relationship on customer loyalty, regression analyses were conducted. To avoid collinearity effects, a new factor analysis was conducted on the nine variables forming Customer relationship satisfaction and Relationship improvement, and the resulting uncorrelated factor scores were used as independent variables in the regressions. The regression results are summarised in Table III. Take in Table III The results show that loyalty in both segments depends more on the current level of relationship satisfaction than on perceived relationship improvements. It is also notable how similar the effects of perceived relationship improvement are in both segments. Furthermore, a comparison between explained variances in the models reveals that customer loyalty in Segment 2 is much better explained by the two independent variables (R 2 = 0.559) than customer loyalty in Segment 1 (R 2 = 0.273).
Discussion
The aim of this study was to investigate the RM strategy of a case bank and to analyse whether its implementation resulted in relationship satisfaction and customer-perceived improvements in the bank relationship, thereby increasing loyalty. The most profitable customer segment is small but important to the bank. Therefore, the bank has paid particular attention to the needs and wishes of these customers compared with those of other customer groups. Consequently, it was expected that Segment 1 customers would experience relationship improvements and that the improvements would be reflected in higher loyalty.
However, this was not the case.
The case bank's relationship marketing strategy, with the intention of a customer oriented focus on Segment 1 customers, did not lead to higher loyalty in Segment 1 customers compared with Segment 2 customers, who were supposed to receive a sales oriented treatment. No significant differences were found between the two groups on any of the relationship strength items: relationship satisfaction, relationship improvement or loyalty.
Furthermore, relationship satisfaction and relationship improvement explained a relatively small amount of the variance in customer loyalty in Segment 1.
There are several explanations for these findings. One possibility is that customers of different segments give different meaning to, for example, what it takes to experience relationship satisfaction. Profitable customers are likely to be aware of their worth to the bank, and thus have a smaller tolerance for anything less than excellent service. They are likely to be more demanding and might more easily feel that the service falls short of their high expectations.
Although they receive more personal attention, they may perceive few other benefits in the relationship. When most transactions can be performed as self-services, service improvement and relationship marketing efforts may need to be directed towards filling technological gaps (Lang & Colgate, 2003) , and facilitating technological relationships. Furthermore, it is possible that other factors, not included in the current study, would have been better at explaining the loyalty behaviour of the most profitable customers. Such variables include, for example, customers' service involvement, their competing banking relationships at other banks and core service perceptions.
Answers to the open-ended question also indicated the existence of additional customer concerns.
Based on the freely formulated customer comments, price issues related to fees and interest rates were predominantly a concern for customers in Segment 2, whereas only Segment 1 customers made complaints regarding the complexity or inadequacy of the bonus programme.
Segment 1 customers have the greatest earnings potential from the bonus programme, since it is based on the customers' volume of business. The programme was revised in the same year as this study was conducted.
With regard to what Segment 1 customers might lack in their banking relationship, several questionnaire admittedly did not test for differences in perceived customer/sales orientation between the segments. However, if both segments indeed perceive the employees to be customer oriented, it could explain why no significant differences were found between the segments. Although such a situation does not fit in with the bank's strategy, it can hardly be seen as a failure. As long as Segment 1 customers perceive that they are prioritised and the volume of Segment 2 customers' banking affairs is increased, a general customer oriented atmosphere can only be commended. However, since Segment 1 customers may have higher expectations with regards to being treated in a customer oriented way, it is possible that improvements in the Segment 1 relationships compared to Segment 2 relationships are nullified by the higher expectations of the more profitable customers. Hence, the difference would not be observable in the responses to the questionnaire.
Another possibility is that customers, managers, and employees have different views of how relationship marketing should be conducted. Activities that are viewed as extremely customer oriented from the bank management's point of view, such as actively contacting customers, offering them personal meetings, and mapping their needs on a continual basis, may be viewed by the customer as normal services offered by, or expected from, any bank.
Furthermore, the changes that have occurred in Segment 1 customers' banking relationships over the past four to five years, although positive, may be viewed as relatively insignificant when placed in the perspective of the customers' entire relationship history with the bank.
Managerial implications
The positive effects of a relationship marketing strategy on customer-perceived relationship satisfaction and loyalty have not been confirmed in this study. However, the results seem to indicate that the case bank is pursuing a worthwhile strategy since the levels of perceived customer relationship satisfaction and loyalty are relatively high and the customers have perceived improvements in the banking relationship since the RM strategy was launched.
Consequently, the adoption of a customer oriented strategy has delivered positive intangible returns, in addition to providing a beneficial spill over effect on a less profitable segment of customers, which was intended to be the receiver of a sales oriented approach. On the other hand, the implemented RM strategy was not sufficient to improve customer relationship strength in Segment 1 compared with Segment 2 and, therefore, the bank should review its current strategy for possible weaknesses.
Branch managers constantly have to balance between marketing services to new customers and investing in relationship marketing to retain existing customers, with limited resources . Role conflicts and role stress may result as employees are asked to manage individual customers of different profitability segments with different communication strategies. The implementation of such strategies is particularly difficult when customers are unaware of their (changing) profitability status within the bank. This makes it impossible to direct customers to different tellers, or contact persons. The personnel need to be willing and able to communicate with all customer segments according to the chosen strategy. Although internal marketing (Ballantyne, 2003; Berry, 1981; O'Loughlin and Szmigin, 2005) can be used to reduce employee discomfort and to increase their understanding of and commitment to the RM segmentation strategy, a completely new model of relationship management, with new ways of contacting and interacting with customers may be needed.
Based on a study of banks and their small business customers, Colgate and Lang (2005) point out that the establishment of a relationship orientation is only a first step; if relationship quality is to be improved, necessary resources and motivation on the bank's part are crucial to ensure successful execution of a relationship strategy. Furthermore, although the aim is to build relationships with selected customers in order to retain them, organisational systems and structures may be configured to support transactional exchange (Farquhar, 2004) . As outlined by Payne and Frow (2005) , customer relationship management involves a series of processes, which need to be integrated within the firm in order to succeed.
Overall, a customer oriented strategy is desirable within retail banking, but the question remains as to what the differential drivers of loyalty are across profitability segments. By identifying the aspects of a banking relationship that are more highly valued among the different segments, bank managers would be able to devise appropriate strategies, and allocate resources efficiently.
Limitations
The study has a number of limitations, which affect its generalisability. It was conducted as a case study of one specific branch of the OP Bank Group in Finland, which limits the external validity of the results. The fact that the case bank is relatively small and located in a semirural area might affect the nature of customer relationships, in that it may be easier to develop closer relationships than in an urban setting.
In addition, self-selection bias cannot be ruled out. The high means indicate that there may have been a self-selection among particularly satisfied customers to participate in the study.
However, as past research shows, customer satisfaction does not guarantee loyalty, and selfselection cannot completely explain the differences between the two segments regarding the effect of relationship satisfaction on loyalty.
A limitation of the study is also that we were not able to ascertain if, or to what extent, customers belonging to Segment 1 had received the intended RM treatment. We can only say that the bank's strategic intent was to treat the customers in a certain way and our study shows that the implemented strategy may not have had the intended effect.
The study was also limited by explaining loyalty with only the abstract, latent constructs of relationship satisfaction and improvement. Customer satisfaction and loyalty are affected also by other factors, such as the price of services, or the number and severity of negative critical incidents. Furthermore, the study did not take customers' past behaviour towards banks into account. Ganesh et al. (2000) found that dissatisfied customers who have switched service providers appear to differ significantly from other types of customers with regards to satisfaction and loyalty behaviours. Future research should include more antecedents of customer loyalty and switching behaviour and, in particular, explore the antecedents of loyalty in the most profitable segment.
Finally, considering the lack of significant differences in the responses of customers belonging to Segment 1 and Segment 2, it would have been essential to also include Segment 3 customers in order to assess if they differed significantly from the other segments. The primary reason for omitting them from the study was that they were not considered to be of strategic interest to the bank, due to their lack of profitability. As emphasised by Kumar et al. (2003, p. 668) , any company needs transactional customers in order to maintain stable cash flows, even if they are only marginally profitable. However, investments should not be made in these relationships unless they exhibit profit potential (Reinartz and Kumar, 2000) . In line with this, the bank has adopted an approach for Segment 3 based on cost-cutting and, when possible, increasing share-of-wallet.
Despite these considerations, the study should be viewed as a step towards filling the gap in marketing research resulting from the lack of studies investigating the effect of a particular relationship marketing strategy on perceived relationship satisfaction improvements and loyalty in different customer profitability segments.
Suggestions for further research
In addition to the suggestions put forth in the discussion above, there is a general need for more research on RM strategies and their actual effects on customer relationship strength.
However, more effort should also be given to studying customers' desire, or lack of it, for maintaining close customer relationships with service providers. Too little is still known regarding the nature of customer relationships, what modern customers expect from their service provider relationships, what forms these relationships take, and how they differ between profitability segments.
RM strategies aim at increasing customers' commitment to the service provider and, thereby, increasing their share-of-wallet through cross-selling activities. This was also the strategy of the focal bank. However, our study did not include measures on customers' intentions to invest in more of the bank's services, and with a few recent exceptions (Bolton et al., 2004; Li et al., 2005; Prinzie and Van den Poel, 2006; Reinartz and Kumar, 2003) , very little attention has been given to customers' cross-buying behaviour. It would be of interest to study, for example, the differences in cross-buying behaviour between different profitability and loyalty segments, and the effect of relationship marketing activities on cross-buying behaviour.
In addition, more in-depth studies are needed to understand differences between service provider and customer views of relationships, and to gain better knowledge of how front-line employees cope with having to develop different types of relationships with different customer groups. Furthermore, although both the internal (employee oriented) and external (customer oriented) links of Heskett et al.'s (1997) service-profit chain have been examined in the retail banking sector (Gelade and Young, 2005; Loveman, 1998) , future research should seek to provide definitive empirical evidence of an entire chain of effects, resulting specifically from the implementation of a relationship marketing strategy.
Notes
1. Although the segmentation criteria for the three segments would become much clearer if the exact amounts of volume, profitability and wealth levels were displayed, this can unfortunately not be done due to reasons of confidentiality. 
